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many of which could not be renewed. This contributed very materially to the heavy 
foreclosures that followed. Now it is unnecessary for many mortgages to be re- 
newed, and the favorable terms under which they were originally made can be 
continued until the entire mortgage is amortized. One of the great contributing 
factors to the severity of the real estate readjustment in the 1930’s was the heavy 
foreclosures, throwing tremendous numbers of properties on a disinterested mar- 
ket. Each foreclosure depressed prices still further, and brought about additional 


foreclosur¢ 


Our sales price index shown below is computed on existing properties, and 
would indicate that there has been no change in general trend since last November. 
This, too, is encouraging, as the sales price index on existing residences was 
dropping at the end of the boom of the 1920’s, halving it in a 2-year period. Any- 
thing of thi ort is certainly not in prospect during the next few years. 


Another encouraging factor is the trend in residential rents. In the boom of 
the 1920 residential rents hit the highest point in 1925. By the time that real 
estate activity dropped below normal they had shown consistent drops for 4 years, 
and these drops continued for the next 5 years. This time, residential rents are 
still risi continuing a trend which started more than 10 years ago. With the 
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©SRAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 
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creases which are now occurring in the number of persons of marriageable age 
joes not seem possible that this index could drop in the foreseeable future. It 
3 to us that it will continue to creep up. 


The table above shows the average interest rate of recorded mortgages in 12 
major cities of the UnitedStates. It seems encouraging that since April there has 
been no upward movement, but it is too soon to say that the rise has more than 
hesitated. We cannot see any great change in the mortgage interest picture during 
the remainder of 1957, as it seems to us that mortgage money will be tight during 
the entire year. This will continue to adversely affect new building. We still think 
that the forecast we made at the beginning of the year, that we would build some- 
thing better than 900, 000 dwelling units in 1957, holds good. We think that some 
of the forecasts currently being made of less than 900, 000 are too pessimistic, 
and we certainly believe that those forecasters who have persisted in forecasts 
f 1,100, 000 dwelling units for the year will be badly mistaken. 


The chart and table on pages 360 and 361 show life insurance companies as 
nortgagees from 1916to the present. The chart and table are based on the records 
of 60 of the largest companies in the United States having almost $30 billion worth 
of real estate mortgages at the present time. Their mortgage portfolios have 
been increasing since 1936, with a minor interruption in the middle 1940’s. In 
1946 these companies had the smallest percentage of their assets in real estate, 
t 13.9% This percentage has constantly increased, until in 1956 it averaged 


a 
2° 
Jd 


he table at the bottom of page 361 shows that a large part of the increase in 
mortgage holdings was financed by the sale of Government bonds. In 1946 these 
companies had approximately $20. 5 billion in Governments, which constituted 
45.5% of their assets. By 1956, their Government bond holdings had declined 
to $6.5 billion, or 7. 5% of their assets. We doubt whether the insurance com- 
panies will decrease their Government bond account very much further, which 
means that additions to the mortgage holdings must come largely from increases 
in total assets 


(cont. on page 362) 
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LIFE COMPANIES’ MORTGAGE EARNINGS 
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(cont. from page 357) 

It will be noticed from the chart on page 360 that these insurance companies 
realized their highest return on their mortgage portfolios in 1921, when they 
earned 6. 14 The lowest point was reached in 1950 the portfolios earned 
only 3.7%. Since that time the percentage has been i ising, until now it stands 
at 4. 2% 


There has only been a relatively short perio th ate earned on real 
estate owned exceeded the rate earned on real estate mortgages, and that was 
from 1943 to 1949, omitting the year 1944. At the | time, real estate owned 
is earning 3.9% against 4.2% on mortgages 


The chart below shows office building vacancy in tl ited States from 1924 
to the present. In the more recent period, occupancy | ;overnment is super- 


imposed on the vacancy line from 1941 to the prese: 


Office building vacancy has held relatively steady r the last 2 years at ap- 
proximately 3.2%. If we subtract all Federal occupancy, it would bring this fig- 
ure to 7.06%, andif we subtracted, in addition, State 1 local government occu- 
pancy, our figure would be approximately 8.5%. By this we are not implying that 
Government occupancy will show any great reduction in the next few years, but 
the figures are given to indicate that even in this industr which in many ways 
is far removed from Government, occupancy by variou vernmental units still 
forms an important percentage of the space 


There is considerable variation in the office buildu vacancy in different 
cities of the United States. Some have relatively little vacancy, and in a few the 
vacancy is comparatively high. In the great majority of cases, and in the average 


of all cities, however, the vacancy is still low enough that there is no cause for 
alarm. Office building vacancy at the 
end of the boom of the 1920’s was ap- 
proximately four times as high as it is. ffice Buildin, 
now This, too, can be taken as one 

of the signs that any readjustment we 
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slight 





